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THE YEAR AT A GLANCE 


Shareholders’ equity 


1964 
Earnings available for common shares................... $ $ 1,758,768 
Per share outstanding at year end... : $ 123 
Dividends paid per common share................0...... 0.675¢ 
Number of shares outstanding 0 1,434,832 
Dividends paid to preferred and common ee 
SNS LAYS IT eho (1 3) a) USDA cg a a $ ] ~$ 1,640,494 
Rae comer canines a aa 75.2% 
Number of preferred and common shareholders. _ 3,006 
Earnings per preferred share.......0.0.0.0ccc cece oe $5.53 
Earnings ratios | 
Interest on funded debt times earned... en. 5.6 
Preferred dividends times earned... un. 5s 
Telephone plant 
Number of long distance call§..0.00.0.. 0. 8,776,462 
Telephones: in semice. ee O del. & 99,168 
Per CONt ciamoperatedainn! cc pea nee no. 66.7 
Total Piatii AMVeSUNICI te oes scssvecee sen. $63,620,412 
Constrction expenditures: oa eke .e $ 8,307,287 
Numbertot cetitraivomees. eo) be eco sccs. us: 130 
Financial results 
Total operating.revenues 200.0. feeds ceet cn a $14,834,430 
Total operating expenses and fixed charges........... $10,330,930 
COME: LAXOS tr ee ace ee ae ee eo aa $325322, 912 
Se NGt earings cram wm ee eine eee an ee. $ $ 2,180,588 
Personnel 
Average number of employees... 1577 
Salaries and wages.................... Sia Mant $ 61] $ 5,572,880 
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TELEPHONE GROWTH 


During the year, the Company passed 
two milestones. The 100,000 mark for 
telephones in service was passed in 
February, and by year-end, total tele- 
phones reached 108,791. This represents 
an increase of 9,623 for the year. The 
second milestone was passed in October 
when the plant investment exceeded $70 
million. For the year, plant investment 
increased by $8,934,604, one of the lar- 
gest yearly increases on record, to a 
total of $72,555,016. It is interesting to 
note that the Company reached its first 
$10 million in plant investment in 1954 
after 27 years; the $70 million mark was 
attained in only eleven years. 
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THE PRESIDENT’S MESSAGE 


In 1965, your company once again 
shared in the expansion so evident in 
the Quebec economy and throughout 
Canada. The figures and statistics ap- 
pearing elsewhere in this annual report 
show notable accomplishments of 
Québec-Téléphone in all its operations. 


Your company, it will be seen, has 
this year again increased its net profit. 
There are many reasons for this gain. 
The number of telephones in service 
has reached a record level. And, de- 
spite the introduction of extended-area 
service between several neighboring 
communities, the number of long- 
distance telephone calis has continued 
to grow. 


Salaries paid in 1965 similarly fit the 
pattern of growth. Substantially in- 
creased during the year, these continue 
to compare very favorably with salaries 
generally paid by the telephone industry 
in Canada. Construction expenditures 
reached a new high during the year. Your 
company made considerable progress in 
the modernization and automation of its 
system. 


In 1965, expenses increased 11% while 
Our revenues were up by 9.1%. The 
higher expenses resulted from a com- 


bination of factors described in full 
detail elsewhere in this report. To cope 
with the ever-mounting operating costs, 
your company has applied to the Quebec 
Public Service Board for permission to 
increase local service rates. 


The highlight of the Company’s long 
range program is to provide its cus- 
tomers with reliable high-grade trans- 
mission with modern and attractive 
equipment. The expansion of facilities 
will be fully coordinated with the current 
modernization and automation program, 
the objective of which is to control 
operating expenses and make telephone 
service more efficient. Our construction 
programs are consistently planned to 
meet these objectives. This will provide 
the earnings necessary to obtain the 
high volume of new capital required to 
finance the capital expenditure program 
of the Company. 


In 1966 new construction will require 
an estimated pay-out of $11,000,000. The 
major item of this new construction is 
the establishment of a crossbar ex- 
change at Rimouski which will enable 
the introduction of customer-dial of toll 
calls in the Lower St. Lawrence and 
North Shore areas. Accounting opera- 
tions will be mechanized by the installa- 
tion of a computer system at Rimouski. 
This will result in greater billing ac- 
Curacy, a more detailed billing state- 
ment for the customers and will provide 
management with increased statistical 
and control information. 


Our mounting capital investment is 
making a significant contribution to the 
Eastern Quebec economy. Capital ex- 
penditures have enabled us to build an 
up-to-date and efficient telephone com- 
munications system covering a vast ter- 
ritory. Your company is one of the most 
thriving communications concerns in 
the country. Nevertheless, despite the 
extent and sophistication of Our network 
and the excellence of our equipment, we 
must never for a moment accept our 
present favorable position as invulner- 
able. The past few years have seen the 
introduction of many changes. New 
ideas and new techniques quickly take 
hold. We must lead in the acceptance of 
these new ideas and never let ourselves 
be left behind by change. 


We must replace the traditional no- 
tion of telephone service with the much 
broader concept of Total Communica- 
tions. We must be ready to meet the 
growing requirements of our service 


area. Our objective must be to build 
major communications routes capable 
of carrying every kind of intelligence 
that can be translated into suitable 
electrical impulses. 


This, for Québec-Téléphone, is the 
challenge of the future. Solely by con- 
tinued emphasis on research and devel- 
opment and by readiness to think in 
terms of Total Communications can we 
be assured of continued success in the 
years to come. This is the price we must 
pay to retain the confidence of our sub- 
scribers. That this confidence exists was 
amply demonstrated when, earlier this 
year, the Board of Directors authorized 
the issue of 50,000 common shares which 
were made available first to the Com- 
pany’s subscribers. An unprecedented 
success, the issue was fully sold in a 
matter of days. Furthermore, many of 
Our personnel took advantage of our em- 
ployee stock option plan to become 
shareholders. 


In closing, | would like to thank em- 
ployees at all levels for their efficiency 
and their contribution towards the real- 
ization of the Company’s objective: — to 
provide the territory we serve with the 
type of service required to meet the 
legitimate aspirations of a modern 
Quebec. 
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Jacques Brillant 
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THE 1965 REVENUE DOLLAR 


where it came from 


17¢ Private wire service 3¢ Other sources 


32¢ Local service 48¢ Long distance service 


where it was used 


29¢ Payroll and employee benefits 4¢ Retained in business 
9¢ Dividends | 11¢ Materials and supplies 
10¢ Interest 16¢ Depreciation 


19¢ Taxes of all kinds 
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DIRECTORS’ REPORT TO THE SHAREHOLDERS 


The steady growth and progress which 
characterize the Company’s service area 
were maintained, plant and property 
were expanded and improved to meet 
the growing need of our customers. We 
can again report to you that we had more 
customers than ever before, greater use 
of toll service, higher total revenues, and 
more net earnings, but the earnings on 
a per share basis reflect the issue of 
additional preferred shares and com- 
mon shares during the year. 


Revenues, Expenses and Dividends 


The net earnings for the year amounted 
to $2,285,407, as compared with $2,180,588 
last year, an increase of 4.8%. After 
dividend requirements on the preferred 
shares, the earnings represent $1.20 per 
common share as against $1.23 in 1964. 


Total revenues of $16,187,312 were 
9.1% more than in 1964, reflecting the 
upward trend of business generally, the 
ever increasing number of telephones in 
service and a substantial increase in the 
number of long distance messages. An 
analysis of gross revenues, showing the 
respective percentages of increase over 
1964, follows: 


Local service 
Toll service 

Private wire service 
Telegraph SGrvice 2s ox Nee aed oss 
Miscellaneous 


Operating expenses have been the 
subject of careful control, the increase 
of 11.0% from $8,741,016 in 1964 to 
$9,704,333 in 1965, resulting chiefly from 
higher wage levels, increased taxes and 
the greater maintenance and deprecia- 
tion requirements of the rapidly growing 
telephone plant. 


Regular dividends were paid on the 
preferred shares and payment of divi- 
dends on the common shares was at the 
rate of 70 cents per share, compared 


with 674% cents per share in 1964. After 
provision for the dividends on all classes 
of capital stock, the amount of $754,038 
was added to Retained Earnings and is 
invested in the business. 


Taxes 


The telephone business generates a sub- 
stantial flow of tax dollars that helps to 
defray the cost of government at all 
levels. Few industries are taxed so 
heavily. 


Out of the Company’s total 1965 reve- 
nues of $16,187,312, the Company’s taxes 
amounted to $2,996,666. In addition, we 
collected for the Federal and Provincial 
governments a total of $1,196,299 from 
our customers and employees. About 19 
cents of every dollar from customers 
now go for taxes, or to put it another way, 
the average Company telephone in serv- 
ice is bringing about $32 per year to 
governments. 


Financing 


The need to raise additional capital to 
repay short term notes issued to finance, 
in part, the 1964 capital expenditures 
resulted in the sale in March of $8,000,000 


% Increase 


1965 1964 or (Decrease) 
$ 5,227,050 $ 4,668,154 12.0 
8,004,165 7,156,796 11.8 
2,912,996 2,944,944 (1.3) 
183,825 178,455 3.0 
259,276 286,081 (9.4) 
$16,187,312 $14,834,430 oA 


par value 434% Cumulative Redeemable 
Preferred Shares of the 1965 Series and 
50,000 Common Shares. The preferred 
shares of the 1965 series were offered by 
investment dealers in most provinces of 
Canada but your Board of Directors con- 
cluded that the interests of the Company 
would best be served if the Company’s 
subscribers would be given preference 
in the purchase of the common shares. 
It is pleasing to note that the preferred 
and common share issues were success- 
fully marketed. 


RR eR RR RR RS 


5 


EARNINGS AND DIVIDENDS PER COMMON SHARE 


$1.50 


$1.25 


$1.00 
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The net proceeds from sale of the 
preferred shares of the 1965 series and 
of 50,000 common shares were used to 
refund on favourable terms the $4,794,220 
par value 542% Cumulative Sinking Fund 
Redeemable Preferred Shares of the 
1958 and 1961 Series and to repay short 
term loans then outstanding. 


Additional capital required to finance 
the 1965 construction program was rais- 
ed through the sale in September of 
$5,000,000 principal amount 6% 1st Mort- 
gage Sinking Fund Bonds Series “I”. 


New construction 


Expenditures for plant additions and 
improvements to existing facilities and 
for the acquisition of independently 
owned telephones systems were at a 
record level this year and amounted to 
$9,881,672. After deducting the cost of 
facilities removed from service during 
the year, net additions to the telephone 
plant totaled $8,934,604. This brought 
total investment in telephone plant to 
$72,555,016. 


This substantial program enabled the 
Company to keep pace with customer 
demands not only for basic telephone 
service but also for new and improved 
services. At the end of 1965, we had 
108,791 telephones in service, an in- 
crease of 9,623 over last year, including 
1,675 telephones gained by acquisitions. 
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The microwave structure in the Mata- 
pedia Valley was extended to New 
Carlisle and Gaspé, thus substantially 
increasing our toll facilities in the Gaspé 
Peninsula. A second microwave structu- 
re was erected to meet the increase in 
traffic requirements between Rimouski 
and Baie Comeau. A major radio system 
is being established to substantially 
increase toll facilities to all exchanges 
in the counties of Beauce, Lotbiniére 
and Dorchester. A mobile radio network 
providing two way communication with 
the public telephone system was desi- 
gned and placed in service to meet the 
particular communication requirements 
of the Quebec Provincial Police. In pur- 
suance of the mechanization program, 
9 manual offices were converted to dial; 
New Richmond and New Carlisle were 
two of the larger exchanges in this pro- 
gram. A modern local and toll switching 
machine was established at Donnacona 
with extended area service to the sur- 
rounding exchanges. The telephone 
plant in the territory purchased from 
La Cie de Téléphone de St-Philémon 
Enr. in 1964 was completely rebuilt in 
anticipation of its automation early in 
1966. The system of Val Alain, another 
company purchased in 1964, was auto- 
mated in 1965. 


Seven new buildings were erected 
during the year while a major addition 


was made to the Rimouski exchange to 
house the equipment for the primary 
centre to be placed in service in 1966. 


In addition to these major projects, 
large investments were also required 
for important extensions to central office 
equipment, outside plant and toll faci- 
lities to meet the widespread growth 
throughout the Company’s service area. 


The Purchase of Four Telephone 


Companies 


During 1965, Québec-Téléphone acquired 
four telephone companies in territory 
adjacent to its western division, namely: 
Le Syndicat du Téléphone de Beauri- 
vage, La Compagnie de Téléphone de 
Gentilly Limitée, Le Syndicat Coopératif 
de Téléphone de Villers et Ste-Gertrude, 
and Téléphone Ste-Angéle Inc. 


At the time of its purchase, the first of 
these companies had 458 telephones in 
service in the parishes of St-Patrice de 
Beaurivage and St-Sylvestre, Lotbiniére 
County. The other three companies had 
at the end of 1965 a total of 1,217 tele- 
phones in operation in the area of the 
new city of Bécancour, the site of SID- 
BEC, Quebec’s future steel complex. 


With the exception of the Téléphone 
Ste-Angéle Inc. network, the service pro- 
vided was of the “magneto” type and 
Québec-Téléphone plans to modernize 


these installations and provide auto- 
matic service in the near future. A deci- 
sive step in this direction was taken 
when the Gentilly exchange was convert- 
ed to automatic crossbar on December 
19, 1965. 


Marketing of Special Services 


In addition to its efficient telephone 
system, Québec-Téléphone offers its 
subscribers a wide range of special 
services. In 1965, sales of these services 
totaled $453,568, an increase of 15.6% 
over the previous year. 


These special services involve equip- 
ment designed to meet a variety of spe- 
cific requirements. They are of particular 
interest to businessmen requiring 
speedy access to and rapid transmission 
of all types of information to business 
concerns operating in a huge territory, 


100,000th TELEPHONE in the Québec- 
Téléphone system was connected in 
early 1965 to the offices of Mayor Roger 
Dion of Matane. 


To mark the occasion, the Company 
presented Mayor Dion with a golden 
telephone. On behalf of Québec-Télé- 
phone management, B. A. Bénéteau, 


vice-president, operations, made the 
presentation. 


TELEPHONES IN SERVICE 


100,000 
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and to public and government services 
whose widespread operations involve co- 
ordination and prompt effective inter- 
communication. 


Above all, Québec-Téléphone offers its 
subscribers equipment which consider- 
ably extends the scope of basic tele- 
phone service. For example, the AMPLI- 
PHONE enables several persons to- 
gether in one room to take part in the 
same telephone conversation; the AUTO- 
MATIC RECORD AND REPLY SYSTEM 
permits a subscriber to receive and re- 
cord a message; RAPIDIAL makes it pos- 
sible to pre-record for automatic dialing 
up to 290 numbers with a maximum of 14 
digits each; the PAGEMASTER POCKET 
RECEIVER serves to summon to the tele- 
phone the person carrying the unit; the 
MOBILE TELEPHONE enables delivery- 
men, for example, to keep»in constant 
touch with their home-base. 


For transmission of documents, plans, 
data, graphs, etc., Québec-Téléphone 
has specialized equipment available. 
The Company has its own TELEX, TWX 
and TELETYPE networks. Hand-written 
messages may be sent by TELESCRIPT; 
the DATA-PHONE transmits data; DATA- 
SPEED sends information directly from 
teleprinters or computers at 1,000 words 
per minute; the FACSIMILE service 
transmits photographs, drawings and 
other documents. 


PLANT INVESTMENT 


millions of dollars 
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Québec-Téléphone also supplies the 
equipment required for distribution of 
television programs carried by commu- 
nity antennae. 


In the interests of community safety, 
Québec-Téléphone operates EMERGEN- 
CY SERVICES in several communities. 
Easily-identifiable callboxes connected 
to the regular telephone network are 
available to citizens for emergency calls 
to police or fire departments; the 
MOBILE RADIOTELEPHONE permits the 
establishment of voice communications 
between vehicles and their home-base. 
In addition, some specialized systems 
also permit the vehicle operator to dial 
directly any local telephone subscriber 
or to place at will local and long distance 
calls. A network recently installed and 
leased by our Company to the Quebec 
Provincial Police is typical of such a 
system. 


Administrative Changes 


During the past year, the Company found 
it necessary to modify its administrative 
structure so as to provide separate serv- 
ices for both the personnel and public 
relations departments. Maurice Martin 
was appointed vice-president in charge 
of public relations, while former director 
of construction Henri Dionne was named 
personnel director. 


Personnel 


Wages and salaries, including labor 
costs chargeable to new construction, 
paid out by Québec-Téléphone during 
1965, totaled $6,191,170 or $618,290 more 
than in 1964. The increase is explained 
in part by the general readjustment of 
salaries which took place in May as a 
result of the rise in the cost of living 
index. This readjustment entailed for 
the Company a supplementary expendi- 
ture of almost a quarter of a million 
dollars for the year. Furthermore, the 
average number of employees grew from 
1577 in 1964, to 1604 in 1965. 


In order to assist young people enter- 
ing the labor market to acquire, with the 
minimum of delay, professional training 
that could ultimately qualify them for 
positions of responsibility, the Company 
in 1965 placed at the disposal of the 
Ministry of Education all the necessary 
equipment as well as the most highly 
qualified instructors which it could 
recruit. The training provided by these 
instructors will enable about 50 young 
men and women each year to pursue 
Careers with one or other of the Cana- 
dian telephone companies. 


With a similar end in view, a manage- 
ment development course for Québec- 
Téléphone employees was launched July 


EXPO 67 — the Canadian telephone in- 
dustry will be well represented at the 
1967 Universal Exposition to be held in 
Montreal. A model of the Telephone 
Association of Canada pavilion was un- 
veiled in 1965. 


NEW ADMINISTRATIVE TECHNIQUES 
included the introduction this year of a 
management development course for 
Québec-Téléphone supervisory person- 
nel. Purpose of the course is to provide 
department heads and supervisors with 
a Clearer insight into the inter-relation- 
ship of job functions within the company. 


TELEGRAPH FACILITIES are, together 
with the telephone and the various com- 
munications services associated with it, 
part and parcel of the service that 
Québec-Téléphone provides for the pop- 
ulation in its territory. From Tadoussac 
to Blanc Sablon, the company’s tele- 
graph line stretches for miles and miles 
on the North Shore. Telegraph service 
is also provided throughout the major 
part of the northern section of the Gaspé 
Peninsula. 


LONG DISTANCE CALLS 


millions 
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5, 1965. Entitled “Introductory Course in 
Administrative Techniques”, the train- 
ing is designed to provide some 200 
supervisory personnel with a clearer in- 
sight into job functions and human rela- 
tions within the company. Results to 
date have been extremely encouraging. 


Plans for the Future 


Forecasts for long range construction 
programs indicate that very large ex- 


penditures will be required to meet the 
service growth and build into our plant 
the necessary improvements resulting 
from research in communications. Our 
automation program for local service will 
be stepped up to meet general increase 
in material and labour costs. It is ex- 
pected that this overall plan should be 
completed in the early nineteen seven- 
ties. One of the objectives of our long 
range plan is to enable the Company to 
offer, as soon as possible, to its entire 
service area, not only high grade toll 
facilities, but also direct distance dial- 
ing, mobile telephone radio and other 
non-voice services such as private leased 
wire facilities for the transmission of 
data, teletype, facsimile, radio and 
television. 


Conclusion 


The Company serves a growing area 
abundantly supplied with water, forest 
and mineral resources. In the year im- 
mediately before us and the decade 
ahead, our progress should be excellent. 


For the Board of Directors 


> Jacques Brillant 
President 


BECANCOUR WENT AUTOMATIC as a 
history-making telephone conversation 
inaugurated the new Québec-Téléphone 
automatic exchange in Gentilly de 
Bécancour, Québec’s future steel city. 
Simultaneously linked for a five-party 
conversation, though hundreds of miles 
apart, Montreal’s mayor, Jean Drapeau; 
Gilles Lamontagne, mayor of Quebec; 
Gérard Dufresne, who is mayor of Three 
Rivers, and the first citizen of Bécancour, 
Gaston Gaudet, exchanged greetings 
with Québec-Téléphone president 
Jacques Brillant, in Rimouski. 
Québec-Téléphone vice-président, 
public relations, Maurice Martin placed 


the conference call connecting Bécan- 
cour with Montreal, Quebec, Three Rivers 
and Rimouski. 


POLICE COMMUNICATIONS provided by 
Québec-Téléphone for the Quebec Pro- 
vincial Police, include a mobile radio- 
telephone service connected to the 
public telephone system. 


Quebec Justice Minister Claude 
Wagner here ratifies the service agree- 
ment with Québec-Téléphone officials, 
Yvon Cété, secretary, and B. A. Bénéteau, 
vice-president, operations. 
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The company at present operates 
133 telephone exchanges, serving 
a population of approximately 
525,000 inhabitants located in 317 


municipalities. 
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SPECIAL SERVICES MARKETING — These 
young ladies in the company’s business 


office work for the special services market- 
ing department. Their job is to bring to 
subscribers’ attention the advantages of 
using push-button telephones, color 
instruments and a full range of specialized 
equipment. 


CONTROL CENTRE — a Rimouski techni- 
cian checks the long-distance network. 


ENGINEERING DEPARTMENT draftsmen 
prepare plans and blueprints of the com- 
pany’s numerous telephone installations. 
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QUEBEC-TELEPHONE 


CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 1965 


Auditor’s report 
to the shareholders 


We have examined the consolidated balance sheet of Québec- 
Téléphone and subsidiary as at December 31, 1965 and the 
consolidated statements of earnings, retained earnings and source and 
use of funds for the year ended on that date and have obtained all 
the information and explanations we have required. Our examination 
included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion, and according to the best of our information and the 
explanations given to us and as shown by the books of the companies, 
the accompanying consolidated balance sheet and consolidated 
statements of earnings, retained earnings and source and use of funds, 
when read in conjunction with the notes thereto, are properly drawn up 
so as to exhibit a true and correct view of the consolidated state of 
the affairs of the companies as at December 31, 1965 and the 
consolidated results of their operations for the year ended on that date, 
in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 


Ga. aes okenmeee 


CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS 


February 1966 
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CONSOLIDATED STATEMENT OF EARNINGS for the year ended december 31, 1965 


Operating revenues 

Local Servicer. is. ..s cae eee fi. igh Rely eae 
TOIL S@IVICE: Soo acta hu cr ene ee 
Private wire service. ....404¢5 0.4 ee 
Telegraph S@rVICG icc: ccs nccee neee e eee 
MiSCOIAMEOUS? vis sssessecseso vacncestecr eee Cece ee tee eee 


Total operating revenues oo... 


Operating expenses 


Maintenance io. ence ee 
TRATIC weet bccace ee ee 


Operatinerrents el. 51..508 eee ree nee 
Administration: re. ee eee 
Other operating expenses 0.0.0... as 
Depreciation of fixed assets 20.0.0... 
Expenses charged to construction ..................005. 


Total operating expenses 2... 


Net operating revenues 9... ee. 


Financial expenses 


Bond interesta7 ne ee ee ee 
Interest on short term notes 0.0.0.0... 
Amortization of financing expenses ....0.....0000...0..... 


Total financial expenses ........................ eee 
Earnings before provision for income taxes .......... 


Provision for income taxes 


MOURT CI Eeess ose teen ee. ea 0 9 A ere 
DETEFFOC eee iin ate nek eos ee ee 
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1964 


$ 4,668,154 


7,156,796 
2,044,944 
178,455 
286,081 


14,834,430 


1,826,417 
1,933,694 
710,493 
351,389 
751,185 
1,038,049 
2,412,309 
(282,520) 


8,741,016 


6,093,414 


1,513,338 
31,684 
44,899 


1,589,914 


4,503,500 


1,502,539 


820,373 
2,322,912 


$ 2,180,588 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS for the year ended december 31, 1965 


1964 
Balance — Beginning of year ................. Serene cece $ 5,181,488 
Néeveamines or the yearvus eh ne) Geechee 2,180,588 
Reduction of income taxes of a prior year 0... 43,320 
. 2,223,908 
=o 7,405,396 
DIVIDENDS 
Aya DLeEtenred SHAVES! Wok hig) bn ehs hain a tet oie — 
Bropreremed Shares chon 00 eee eas races iect ene, 156,689 
De ye Direterr ed SNaleS.y sri we cant een eae he 265,131 
COMMMIONSiareS ees atk tee he RN ck cacy aoe 1,218,674 
1,640,494 
Commission on sale of common shares and on 434% 
preferred shares 1965 serieS 000.0... ~~ 
Premium and tax thereon on the redemption of 542% © 
Drelerned Snaresur its Aer tes cio ee Lac eri he — 
1,640,494 
Balance <End of yearenahe ct eect b oe $ 5,764,902 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
for the year ended december 31, 1965 


1964 

Working capital — Beginning of year ooo... cette $ - $ 2,996,696 
SOURCE OF FUNDS ‘ 
Net earnings for the year before provision for depreciation, amortiza- 
tion of financing expenses and provision for deferred taxes ................ my 5,458,168 
Proceeds from sale of first mortgage bonds .................cccceceeeetereees OU = 
Proceeds tromesale of. short-term notes. ea cee. : 3,000,000 
Reduction of income taxes of a prior year ooo... ccs 38,602 
Net decrease in cash on deposit with trustee 000000. — 
Proceeds from salecof- common SNhares.<..25.9.ct ce ss kee Be 27,108 
Proceeds from sale of 434% preferred shares, 1965 series .................. ; Oe. = 

| 11,520,574 
APPLICATION OF FUNDS ° 
Net cost of new construction and of acquisitions ...0..0.......0cc ee 8,307,287 
BIN; fe (el g yu oy SENG iene Oe Wnt Muar d Clee RAR atte Iu Je iene 6k) Se ae AR ROR 1,640,494 
Redemption of 542% preferred shares (note 2) oo... — 
Redemption of 5%. preferred shares: co.cc. .cce-t--cctststcunsachyersnsfeniberastinveee 195,580 
Redemption of bonds and sinking fund deposits 0.0.0... 0 431,904 
PaveentciO! SHOn-Telmi NOS. society nen rt tetee etme atat vere nattians Sia <= 

10,575,265 
Working capital —End of year ott ie en ere eR : 945,309 
Ba ere eee ee 8 NM 8 ee tN ene cee he RR re Ae oo 3,209,725 
etre rea Dies eo ew ek em Re see a Ges. e 2,264,416 


$ 945,309 


CONSOLIDATED BALANCE SHEET as at december 31, 1965 


ASSETS 1965 1964 
Fixed assets 


Land, buildings, telephone plant, equipment, motor 
vehicles, telephone plant under construction — at 
cost and leasehold improvements at cost less 


SMGunte WHC OM eee te $63,620,412 
Current assets 
CASmMe ey ee ee 1,256,871 
Subscribers’ and other accounts receivable 1,216,394 
Amount receivable from sale of first mortgage bonds 
WIOtCRL ampere eee ON et | ie — 
Materials and supplies—at cost... 509,305 
BreDalGeexpenseS@e os) ee. oe 227,155 
otacurrentassets. +, <2... nes ee... 3,209,725 
Sinking fund deposits 22,912 
Financing expenses, less amortization 611,922 
SIGNED ON BEHALF OF THE BOARD 
Jacques Brillant 
Norman Gendreau ee cone 

$67,464,971 
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SHAREHOLDERS’ EQUITY 


Capital stock (note 2) 
Authorized — 
1,196,166 preferred shares of a par value of $20 each 
9,000,000 common shares without nominal or par 
value 


Issued and outstanding — 
146,658 5% cumulative sinking fund redeemable 
preferredisharesi....) tet ooo ne ee 


240,687 5¥2% cumulative sinking fund redeem- 
able preferred shares 00.0.0... cece 


400,000 434% cumulative redeemable preferred 
ShareSs weenie. Ot lh ee ee, 


Retainedearnings#-4. oe. a | 


Total shareholders’ equity 


LIABILITIES 


Current liabilities 
Accounts payable and accrued liabilities ................. 
Banksloa tier aan. cet cere See oe pete ree ge 


Accumulated depreciation on fixed assets... 
Deferred imcome taxes o.oo... eccccccccccssccccccssssssssessecee 


1964 


$ 3,062,180 
4,813,740 


5,922,726 


13,398,646 


5,764,902 


19,163,548 


27,473,500 
3,000,000 


1,053,850 


355,656 
261,471 
593,439 
2,264,416 


9,841,856 
5,721,651 


$67,464,971 
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STATISTICAL REVIEW OF THE PAST TEN YEARS 


Revenues and expenses 

Total revenues. ....:0.00.0.5000, SES oe ee 
Operating and general expenses)... 
Depreciation of fixed assets. (2... 2 2 ea 
Operating Profiticck. ice See BE ee 
Financial expenses........0..00.0:ce. Pree maT IU oe Re 
Income tax provision for current year. .)..50...0.....4:2:..0e ee 
Income tax reduction applicable to future years... eee 


Net PUOF it ee. see cseedpeeeecerereqeent tle roe eee ahi Ree eae Wetec: 
% of total revenues... ek 


Dividends 
On Preferred shares)....0)0.. 5c) 3.0 ee eee 
On Common shares:....00 40025 ee ee 


Retained’ earnings... ccc cs sa coer eee 
%: of net profite ss. i e 


Earnings per share 

Preferred shares outstanding... 2000.2. 
Earned per Preferred share........................ ree Mae e's. a: 
*Common shares outstanding. 3000.00. 5.0nt eae 
*Earned-per Common'sharex:<.0)..02. ee ee er 


Times bond interest earned 
Before depreciation....2.wlag ian ee, ee eer 
After depreciation: n e2 eek ee ee 


Capital and surplus 
Funded debt)... 30 20 ee ao eli hg Drs ec 


Yo OF LOCAL: 122 scene Pg ang eo ae ae 


Common stock, class” A” and surplus... 3. 22 ete. 2 
Mo OF total, 3s rae oe ne 8 i eae 


Plant investment 

Fixed assets 25 ig Lint gute he hlat oo See gee eee ee 
Accumulated depreciation:...2n:40.0. SoA ee oe 
% depreciation to fixed assets... aa es | 
Per telephone In Serviced: oti o hk Ais es ee 


Average number of employees ccc cccececeeeteeeeeeees 


Facts about the system 

Number-of telephones:.10.5...50e..0,.0 4 (ee 
Number of business telephones:.).27...ectateenu: cect eee ae 
Number of residential telephones. .................... Se aca ee 
% -of dial telephones iis 5 ee oe ee ee ae 
Number-of exchanges. e206 gigu i son Poe il cee 
Monthly average of long distance calls.......00.00.00.00.n. baa EN ee 


*Allowing for split in common shares, 3 for 1 in 1955 and 2 for 1 in 1964. 
arsine seatpost isp a pc ac 
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Fa 


1964 1963 1962 1961 1960 1959 1958 1957 1956 


ee eer ee ee eee ——————————————e—e—e—e—e—eEeEeEeEeEeEeEeEeEeEeeEeE—E——E—E—E—E—E—_—_ 


$14,834,430 $13,599,345 $12,328,717 $10,585,572 $ 9,280,444 $ 7,955,144 $ 6,460,026 $ 5,561,255 $ 4,801,530 
6,328,707 5,679,181 5,459,219 4,625,554 4,142,834 3,715,474 3,143,932 2,758,540 2,919,415 


2,412,309 2,182,381 1,815,477 —- 1,483,374 1,262,378 1,063,890 848,161 597,055 497,711 
6,093,414 5,737,783 5,054,021 4,476,644 3,875,232 3175/7380 2,467,933 2,205,660 1,784,404 
1,589,914 1,491,233 1,147,613 968,080 734,574 526,024 530,316 375,963 308,670 
1,502,539 1,252,082 1,222,949 ae oee 1,074,278 844,283 356,006 679,811 525,316 

820,373 Loom ae 838,402 847,258 494,031 480,410 550,825 189,892 169,620 


Snr Ee 
$ 2180,588  $ 2,071,293 $ 1,845,057 $ 1,668,984 $ 1,572,349 $ 1,325,063 $ 1,030,786 $ 959,994 $ 780,798 
14.7 12 15 .0cas 15.8 16.9 16.7 16.0 3 16.3 


a 


$ 421820 $ 431,104 $ 439,310 $ 418425 $ 288,350 $ 295,597 $ 219,105 $ 195,987 S$. yi9965 


1,218,674 858,825 799,032 739,326 625,17 1 27 590,871 522,574 435,068 394,495 
ee EEE 
$ 540094 $ 780,900 $ 606,302 $ 510,785 $ 658,372 $ 438,084 $ 288,526 $ B23,320 -$e 233000 
24.8 S11 32.9 30.6 41.9 33.0 28.0 34.0 30.0 
Sn eR 
393,796 403,575 411,915 417,856 219,015 281,964 287,076 193,148 196,972 


$ moo. 513 $ 448 §$ 3.99% s/s teres 4.70 §$ CMSs) aes) 4.97 $ 3.96 
1,434,832 1,433,482 1,431,106 1,356,812 1,322,536 1,314,906 1,310,762 1,160,828 1,159,370 
$ i235). S tia $ 0:98 S$ 0.92 §$ O91a$ Oe P ess 0.62 $ 0.66 §$ 0.54 


ee SS — 


5.6 ore 6.2 6.4 IES) 8.4 6.5 7.7 if 
4.0 40 4.6 48 5.5 6.3 48 6.1 6.0 


$27,473,500 $27,903,000 $23,265,500 ~ $17,544,000 $17,789,000 $12,966,500 $10,062,000 $10,149,000 $ 7,176,000 
58.9 59.8 562 50.9 D/.2 | Oe) 44.8 53.8 45.9 
$7,875,920 $ 8,071,500 $ 8,238,300 $ 8,357,120 $ 5,510,260 $ 5,639,280 $5,741,520 $ 3,862,960 $ 3,939,440 
16.9 De aed 199 24.3 17.7 21.9 25.6 20.5 Zo.2 
$11,287,628 $10,677,106 $ 9,898,077 $ 8,554,775 $ 7,826,990 $ 7,096,018 $ 6,642,618 $ 4,839,574 $ 4,511,253 
24.2 22.9 239 24.8 25.1 27.6 29.6 25./ 28.9 


eee EE ee eee 


| $63,620,412 $56,392,526 $48,463,675 $42,158,713 $35,822,796 $29,819,166 $25,900,298 $20,057,486 $15,002,180 
$ 9841856 $ 8,508,948 $ 6,812,225 $5,597,855 $ 4,896,090 $ 4,230,297 $ 3,555,037 $ 2,984,937 §$ 2,597,339 


| 15.5 15.1 14.1 13.3 13.7 14.2 13.7 14.8 17.3 
1$ 641.54 $ 62089 $ 58229 $ 55740 $ 53134 $ 50902 $ 49767 $ 43051 $ 368.50 
hel ee nn 
1,577 1,470 1,376 1,243 1,149 1,057 1,068 1,028 950 

99,168 90,825 83,229 75,635 67,420 58,582 52,043 46,589 40,711 

28,463 26,450 24,694 22,713 20,937 19,393 17,907 16,842 15,662 

70,705 64,375 58,535 52,922 46,483 39,189 34,136 29,747 25,049 

66.7 64.9 61.6 57.3 56.0 47.7 44.7 43.0 39.9 

130 125 127 123 121 118 118 117 115 

731,371 643,997 574,708 527,034 478,210 417,269 394,402 374,106 336,900 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS for the year ended december 31, 1965 


1. Long-term debt 


fund bonds 


UNOS! i tee ee eae 


UbS funds ie cee ees 


subsidiary company 


Issued 1964 
Details of long-term debt are as follows: 
First mortgage redeemable sinking 
Series “B” 342% due August 1, 1967 ooo. $ 1,050,000 $ 904,500 
Series “C’”’ 4% due August 1, 1967 os. 1,000,000 865,500 
Series “D’” 444% due May 1, 1972 payable in U.S. 
Syl Sh eee ee ee 1,000,000 895,000 
Series “F” 558% due December 1, 1984 payable in | 
UNGER eatin ety cami Ba. 3,000,000 3,000,000 
Series “G” 542% due October 15, 1982 ooo... 5,000,000 4,699,000 
Series “H” 542% due June 1, 1987 ooo. 6,000,000 5,820,000 
Series’ “l”. 6%. due October:1521990; =.) 5,000,000 — 
22,050,000 16,184,000 
General mortgage sinking fund bonds 
Series “A” 544% due May 1, 1968 ooo. 3,000,000 2,738,500 
Series “B” 5% due’October4l, 19/6 3 ee 1,000,000 918,000 
Series “C” 6% due November 1, 1977 2.00.00... 3,000,000 2,768,000 
Series “D” 534%: due April.) 1983). 5,000,000 4,850,000 
12,000,000 11,274,500 
First mortgage serial bonds of 
Series “A” 4% maturing November 1, 1966 and 1967 .. 100,000 15,000 
$34,150,000 $27,473,500 


Outstanding 


1. LONG-TERM DEBT Under the provisions of the trust deeds securing the first mortgage bonds and general mortgage bonds of Québec- 
Téléphone, additional first mortgage bonds and general mortgage bonds may be issued from time to time in unlimited amounts, provided 
compliance is made with certain restrictive conditions of the respective trust deeds. 


$5,000,000 principal amount Series ‘‘l”” bonds were authorized and issued during the year and $2,500,000 principal amount were delivered and 
paid for; the balance was delivered and paid for on January 14, 1966. 


2. CAPITAL STOCK 


The following changes in the capital stock 
of the company took place during the year: 


a) 400,000 preferred shares of a par value of 
$20 each designated as 434% cumulative 
redeemable preferred shares of 1965 series 
were issued at par for cash. 


b) 240,687 52% cumulative redeemable pre- 
ferred shares of a par value of $20 each 
were redeemed, 976 of such shares through 
the applicable sinking fund and 239,711 
of such shares from the proceeds of the 
issue referred to in (a) above. 


c) 50,000 common shares without nominal or 
par value were issued for cash at $25.50 
each. 


d) 6,451 5% preferred shares were redeemed 
through the applicable sinking fund. 


e) 4,382 common shares are reserved for 
issue pursuant to the Employees Stock 
Option Plan upon payment of $20.08 per 
share, payable in 40 monthly instalments. 
An additional 7,047 common shares are 
reserved for issue pursuant to the plan 
upon payment of $23.18 per share, payable 
in 92 bi-monthly instalments. 


3. DEMAND AND SHORT-TERM NOTES 


Demand and short-term notes aggregating 
$550,000 are reflected as non-current liabilities 
as they represent borrowings in anticipation 
of long-term financing. 


4. GUARANTEE OF EMPLOYEES’ 
MORTGAGE LOANS 

To assist its employees in the acquisition of 
dwellings, the company has guaranteed loans 
secured by hypothec on employees’ dwellings 
for an amount of $103,873. 


5. SINKING FUNDS 


Sinking fund payments in 1966 in respect of 
preferred shares and long-term debt amount 
to $111,811 and $185,860 respectively. 


TEE STE SIT LG EE SE ST, EOP EES TI IE SS BES TS SEF SS RE RL POTTS SI OS BE INI“ IOI TNR P SOTO SILT LI IR RIF IE IA ES PPE LAE CENTS 
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TELEX dial teletypewriters or teleprinters enable 
typewritten messages to be transmitted over the 
telegraph network at speeds of up to 100 words a 
minute. Merely by dialing the required number, 
subscribers can route messages anywhere in 
Canada, the United States, Mexico and even over- 
seas by the Canadian Tel-Tex Service. 


PRIVATE MOBILE RADIOTELEPHONE permits 
direct communication between a fleet of vehicles 
and a control centre, and enables individual 
vehicle operators to communicate with each other. 
Mobile telephones can operate effectively over a 
range of up to 25 miles, depending on the terrain. 


TELEVISION — Many Canadian TV stations are 
associated with a telephone company operating 
centre. This control panel is used to monitor TV 
signals, test signal levels and to trace and correct 
transmission troubles. 


The Rimouski technician shown here is monitor- 
ing a CBC telecast from Montreal which is instan- 
taneously transmitted over Québec-Téléphone 
facilities to station CKBL-TV in Matane. 


QUEBEC-TELEPHONE ANNUAL REPORT 1965 


QUEBEC’S LARGEST INDEPENDENT TELEPHONE SYSTEM 


